INTRODUCTION
The last ten years have witnessed a remarkable rise in the number of free trade agreements (FTAs) .1 This increase is particularly noteworthy because it coincides with the successful launch of the World Trade Organization and its binding dispute settlement system2 and thus raises questions about the interaction and relative merits of regional and multilateral integration.3 Although many large and small countries have been pursuing FTAS for at least ten years,4 Japan has traditionally been critical of,5 and has refused to enter into,6 such trading arrangements. Among the explanations for Japan's historical stance is the common-sense notion that, as a net exporter, Japan's interests lie in a strong multilateral trading system based on the most-favoured-nation (MFN) principle, not in a proliferation of preferential trading blocs that would compromise its access to export markets.7
However, as its East Asian neighbours began to pursue FTAS over the last two or three years," the Japanese government altered its view of them, as confirmed by Prime Minister Junichiro Koizumi's vow to "promote economic partnership or free trade agreements with other countries and sub-regions".9 Japan entered into an FTA with Singapore in early 20021" and has been considering similar arrangements with Mexico,11 11 Chile,12 South Koreal3 and other countries,.14 Although the likely microeconomic effects of these agreements may be modest," they will likely affect Japan's view of See Munakata, supra, footnote 5, at pp. 3-4: attributing Japan's past disinterest in Ftas to its prosperity and rapid economic growth, extensive overseas investments and dependence on equitable access to world markets; Keijzer, supra, footnote 5, at p. 3: describing commentary arguing that FTAs were hitherto impractical for Japan because its trade with its neighbours was nominal given differences in level of economic development and because it possessed an ethnic, cultural and religious makeup distinct from its neighbours. 12-18, available at: «www.spp.umich.edu/rsic/workingpapcrs/wp.html»: predicting relatively modest economic effects for Japan's bilateral FTA options; with T.W. Hertcl, T.L. Walmsley and K. Itakura, Dyrrarnic Effect rf the "New Aye" Free Trade Agreement between Japan and Singapore, Center for Global Trade Analysis, Purdue University, West Lafayette, Indiana, 2001: predicting significant Japanese economic welfare gains of US$ 9 billion annually, and without trade diversion from third countries, because, " [u] nlike preferential tariff cuts, the 'new age' components of this FTA promote imports from all sources, thereby eliminating the problem of trade diversion." "
